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Memorandum

Date: February 26, 2003 File #:
To: Al Alvarado — California Energy Commission
From: Richard Aslin — Pacific Gas and Electric Company

Subject: PG&E Comments on CEC Draft Demand Forecast for IEP Report

PG&E’s Observations on CEC Staff’s Preliminary
Electric Demand Forecast

General Comments

P&E congratul ates the CEC staff on taking on the daunting task of
preparing projections of sector specific, utility specific, statew de
and WECC wi de el ectric energy and peak denand. This undert aking
requires a great deal of effort and thoughtful ness on the part of CEC
staff and PG&E would like to take this opportunity to recognize the
CEC staff for their comendabl e contributions.

PG&E wel cones the opportunity to participate in this workshop and

| ooks forward to continuing to work closely with Comi ssion staff on
these inportant issues. Gven the |arge anount of uncertainty
regarding the future of energy consunption over the next decade P&E
is encouraged by the level of concurrence between the views of the
CEC staff as captured in this draft electric demand forecast and
P&E s own internal projections covering that same period. Wth the
exception of a couple of forecast areas, discussed bel ow, P&E
bel i eves the CEC s projections lie within a plausible range of

out comnes.

Maj or Areas of Disagreenent between Staff’'s and P&E s Long- Term
Qut | ook

P&E has two nain observations regarding the Staff’s prelimnary

el ectric demand forecasts that, in P&E s opinion, should be adjusted
before finalizing the forecast for use in the | EP Report:

e P&E does not fully understand the reason why the prelininary
forecasts for 2003 for peak (MAN is bel ow the observed | evels
for 2002. As shown in Table D10, the projected 2003 peak is
660 MV bel ow t he 2002-recorded peak for the PGE s pl anning
area. Since it appears that the 2002 recorded peak demand has
been tenperature normalized this reduction in peak demand mnust
be driven by sone other underlying driver but that driver is not
explained in the report. A simlar phenonenon can be observed
in the peak projections for SMUID but for all the other utility
pl anni ng areas 2003 peaks show significant increases over 2002
recorded peaks.

P&E asks that the CEC give serious consideration to re-
calibrating the nodel such that the 2003 peak forecast for PGE
is at least 300 MW (1.5% higher than the 2002 tenperature

adj usted peak prior to finalizing the |oad projections for the
| EP Report.

e P&E does not agree with the robust nature of projected
increases in residential energy demand for its service territory
as shown in Table A-1 of the CEC Report. Staff’s projections
show average residential energy use growh of 3.5% per year over
t he period 2003 to 2005. An average growth of 2.7%from 2006-
2013. These growh rates are alnost three tinmes the average
growh rate in residential custonmers over those sanme peri ods.



This level of residential energy denand growth is unprecedented
in the nearly 30-years of historical denand data that PG&E has
inits possession. The table, below, shows the average 5-year
growm h rates for residential demand in PGE s service territory
from 1980 through 2000 al ong with conparable growth rates for
P&E popul ation growh and grow h in households. As you can see
the only period that even comes close to the growth rates
projected by the CEC is the period 1995-2000 and, by the CEC s
adm ssion, that type of robust econom c/denographic growh is
not likely to occur during the forecast horizon

It is P&GRE s understanding that this increase in demand in
driven by projected underlying growh in income combined with
projected declines in retail rates beginning in 2004. The
relative strength of each driver is unclear fromthe information
provided in the report. Regardless of the cause, P&E does not
bel i eve that growh of the nmagnitude projected is plausible even
in the short-term let alone as a | ong-term average rate of

gr owt h.

P&E requests that the CEC re-consider the very high growh in
resi dential dermand projections for PG&E s service area prior to
finalizing the energy denand forecast for the | EP Report.
P&E s current internal projections for growth in residentia
denmand over the period 2003-2013 are approxi mately 1.5% per
year. This is about 20 basis points higher than projected
popul ation growm h for our service territory over the sane tine-
franme and is consistent with the long-termrel ationship between
popul ation grow h and residential energy use that has held for
t he past two decades.

Wil e P&E s projections do contain an inherent assunption that
conmitment to conservation program spendi ng conti nues at

approxi mately the sane average rate as in the historic period
this, by itself, could not explain the vast difference between
projected growh rates. |In PGE s opinion, even without

consi deri ng conservati on prograns on a goi ng-forward basi s,
projected residential growmh in the range of 20 to 50 basis

poi nts over the projected growh rate of popul ation or

Differential
Average Growth Rates:
Residential Average Energy Use -
Energy Use | Population Population
From TO Growth Rate| Growth Rate Growth

1980 1985 1.7% 2.0% -0.3%
1981 1986 1.4% 2.0% -0.6%
1982 1987 2.8% 2.0% 0.8%
1983 1988 2.8% 21% 0.7%
1984 1989 21% 2.3% -0.2%
1985 1990 21% 2.3% -0.2%
1986 1991 2.6% 2.3% 0.3%
1987 1992 1.7% 21% -0.4%
1988 1993 1.4% 1.9% -0.5%
1989 1994 1.2% 1.5% -0.3%
1990 1995 0.9% 1.2% -0.3%
1991 1996 1.3% 1.2% 0.2%
1992 1997 1.6% 1.2% 0.4%
1993 1998 2.0% 1.3% 0.8%
1994 1999 2.5% 1.4% 1.1%
1995 2000 3.2% 1.5% 1.7%
Average 2.0% 1.8% 0.2%
StDev 0.7% 0.4% 0.7%

Source = CEC's Table A-1 for Energy Use; Economy.com for Average Population Growth




househol ds woul d be much nore reasonable than the draft
forecast.

Not e that nuch of the 1995-2000 growth is due to tenperature
di fferences between the anchor years.

QG her Areas in Wiich CEC Asked for Comments

There are two other areas in that PGE feels are worth comenting on
the treatnment of |oad reduction due to conservation; the treatnent of
sel f-generation; the devel opnent of scenari os.

e Conservation: PG&E recommends that the staff final demand
forecast include |oad reductions due to conservation prograns
consistent with the current public goods charge whether those
prograns are currently “ commtted” or not.

e Devel opment of Scenarios: PG&E recomrends that the staff avoid
m xing nmultiple worst case/ best case events in the devel opnent
of the high/low scenarios. |In particular, PGE recomrends that
t he high/low scenarios on demand only include a reasonabl e band
of changes in the underlying drivers such as popul ation
househol ds, income, enploynent and GSP. P&E believes it is
vitally inportant that the scenarios represent probability bands
or recurrence intervals so that they can be reasonably used in
ri sk managenment and deci si on- maki ng.

P&E s preference would be for scenarios representing 1 in5, 1
in 10 and 1 in 40 type events would be nobst useful as these
recurrence intervals are commonly used in | ong-term planning
within the utility industry.

If Staff follows its scenari o devel opnent as proposed in the
draft report docunent, PGRE feels that the resulting scenarios
will neither be used or useful for any practical planning
exercises for either infrastructure or procurenent planning.
Scenari os based on a “ perfect stornf conbination of adverse
events w thout any associated probability of occurrence is of
very limted use in a “ least cost” planning environnent.

In addition, PGE would strongly reconmend that the Staff avoid
confoundi ng future anal ysis by m xi ng supply side and demand
side drivers within the demand scenarios. For exanple staff
shoul d avoid folding in resources such as self-generation
conservation and demand side managenent into the denand
scenarios. There needs to be a “ bright-line” delineated

bet ween i ssues that have to do with the devel opnment of resourced
(generation, conservation prograns and demand si de managenent
initiatives) to nmeet denmand and the actual underlying demand for
energy services.

Concl usi on

PG&E is in general agreement with the CEC peak | oad growth forecast
for PGRE s service area with the inmportant exception of the negative
peak load growth in 2003. On the energy use side, P&GE is in genera
agreenment with the growh rates as projected by the CEC for al
customer classes with the notabl e exception of the very high growth
rate for the residential class. It is P&E s hope that the CEC staff
will work with P&&E' s forecasting staff to develop a consensus view
of the forecasts between the forecasting groups prior to finalization
of the | EP Report.

Wth respect to the devel opnment of the scenarios, P&E urges the Staff
to make a “ bright-line” distinction between resources and demand and
to avoi d enbeddi ng resource assunptions (self-generation, conservation
prograns, demand side managenent Initiatives) within the demand
forecast (both in the basecase and the scenarios). Lastly, P&E
recomends that the Staff devel op scenarios for 1 in 5, 1 in 10, and 1
in 40 recurrence intervals so that these scenarios can be reasonably
used in risk managenent and utility planning exercises.



Sincerely,

Richard Aslin
Pacific Gas and Electric Company



